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KEY ECONOMIC INDICATORS - INDIA 


All figures are in $ millions Exchange rate 
unless otherwise stated Rs .8.50=$1.00 
Indian Fiscal Years - April/March 
1973-74 1974-75 1975-765 % change 
A B C 

INCOME 

GNP at Current (Market) Prices 67,200 82,000 85,300 

GNP at Constant (1960-61) Prices 27,700 27,800 29,200 

Per Capita GNP at Current Prices ($) 116. 139. 142.2 

Per Capita GNP at Constant (1960-61) 48. 47. 48.7 
Prices (S$) 

PRODUCTION , PRICES , EMPLOY MENT 

Industrial Production Index (1970=100) ; ; 122. 

Agricultural Production Index (1959/60- 5 4 138. 
1961/62=100) 

Wholesale Price Index (1961/62=100) Es ; 302. 

Consumer Price Index - Industrial Workers ~ ; 343 
(1960=100) 

Domestic Savings Rate (Percent of NNP) ; i 13) 

Job Seekers Registered with Employment ; - a. 
Exchange (million)at end calendar year 

MONEY AND DEBT 

Money Supply 12,800 13,560 14,920 

Public Debt Outstanding 19,900 21,600 24,100 

External Debt 5,500 7,600 8,300 

FOREIGN EXCHANGE RESERVES AND TRADE 

Foreign Exchange Reserves 1,417 1,378 2,214 

Balance of Trade -508 -1,369 -1,650 

Total Indian Exports (FOB) 2,969 3,887 4,470 

Total Indian Imports (CIF) 3,477 5,256 6,120 

US Exports to India (FOB) CY 1973,74,75 527 760 1,287 

US Imports from India (FOB) CY 1973,74,75 437 560 549 


U.S.- India trade in 1975. Major U.S. exports: foodgrains (716), machinery (197) 
and manufactured fertilizers (187). Major U.S. imports: clothing and accessories 
(90), woven fabrics of jute (77), sugar (54), non-metallic mineral manufactures (48), 
and fruits and vegetables (41). 


a/ All Embassy estimates except for wholesale prices, unemployment, money and 
debt, and US trade data. 


Sources: GOI Central Statistical Organization, Ministry of Finance, Reserve Bank 
of India, Ministry of Commerce, IMF, U.S. Department of Commerce. 





SUMMARY 


The very favorable monsoon last summer should result in a record 
foodgrain harvest of approximately 110 million MT this crop year 
and above average growth in national income of five percent in 

IFY 1975-76 (ending March 31). On the other hand, a number of 
industrial sectors are still in recession, and overall manufacturing 
output grew by only a little more than four percent during the last 
fiscal year. Industrial prospects look brighter for 1976-77, partly 
because of the modest reflationary measures contained in the latest 
Central Government budget, but consumer demand is still slack and 
remains a question mark. 


The fight against inflation has been a major success story for the 
Government, as average wholesale prices for 1975-76 were 
approximately three percent lower than the previous year. Continuation 
of a tight credit policy and a relatively small government budget deficit 
should keep price rises modest in the coming year. 


India's foreign trade deficit was a record $1.7 billion in 1975-76, but 
the Government is hoping that it will not worsen this fiscal year. 
External assistance flows, which amounted to approximately $2.2 
billion last year, will probably remain at this high level in 1976-77. 
Partly because Indians overseas have been remitting increasing 
quantities of money through legal channels, India's total foreign 
exchange reserves have unexpectedly risen sharply to $2.2 billion 

by the end of March 1976. 


In 1975 United States exports to India, primarily foodgrains, totalled 
$1.3 billion. During the coming year U.S. exports of wheat to India 
are expected to decline somewhat, and Indian exports of industrial 
goods to the United States market should pick up. The value of U.S. 
direct investment in India has remained at approximately $350 million 
in recent years. A major liberalization of the Foreign Exchange 
Regulation Act enables foreign firms to retain 51 percent equity in 
joint ventures in India. Individual foreign firms have been reaching 
agreements with the Government of India regarding the dilution of 
foreign equity participation. 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual Subscription, $37.50. Foreign 
Mailing, $9.40 additional. Single copies, 25 cents, available from NTIS, U.S. Department of Commerce, Springfield, Va. 22151. 
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CURRENT ECONOMIC SITUATION AND TRENDS 


The recent performance of the Indian economy has been better than 
average as national income grew by an estimated five percent in 
1975-76. The very favorable monsoon last summer was the major 
reason for this growth. Economic conditions are presently favorable 
for a continued economic upswing in 1976-77, particularly in the 
industrial sector, but it remains to be seen whether the rains will 
cooperate. 


Agriculture 


Agriculture remains the dominant economic sector in India. A combination 
of a bumper kharif crop last fall and a successful rabi harvest this 

spring will probably result in a record foodgrain production of approxi- 
mately 110 million MT this crop year. Other crops have generally done 
well, so total agricultural production is expected to be around seven 
percent higher than last year. The decline in fertilizer consumption 
because of high prices in the past 18 months may have lowered yields, 
particularly for wheat. However, in recent months the Government 

has reduced fertilizer prices with the hope that farmers will increase 
their fertilizer use in the 1976-77 crop year. 


The record harvest plus foodgrain imports of 7.4 million MT in 1975 
have resulted in a build-up of food buffer stocks to approximately 9 
million MT by early April 1976. This stockpile is expected to be 3-4 
million MT higher by the middle of this year, although some losses will 
probably occur because of inadequate storage facilities. Nevertheless, 
this very substantial foodgrain supply should be sufficient to tide the 
country over one poor monsoon. 


Industry 


The industrial sector had a mixed record last fiscal year with an overall 
growth of slightly over four percent. On the plus side were a combination 
of factors: less strikes, generally sufficient power availability, better 
transport of goods, and increased supplies of agricultural raw materials 
and other inputs. Public sector enterprises have been generally 
experiencing higher capacity utilization rates and profits. Nevertheless, 
a number of industries -- particularly automobiles, household durables, 
jute and construction -- are still in recession because of insufficient 
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consumer demand. Wholesale inventories have mounted in many 
instances, including coal and steel stocks of public sector firms 
which have been under pressure to increase output. Many manu- 
facturing enterprises have been particularly hard hit in the Calcutta 
region. As a result of insufficient industrial growth in recent years, 
unemployment has become an even more serious problem. As of April 
1, 1976, 9.3 million job seekers were registered on the employment 
exchanges, an increase of almost 11 percent in one year. 


The Government's strategy of agro-led growth -- more purchases of 
textiles and other basic consumer goods by farmers -- has not worked, 
probably because purchasing power in the rural areas has not risen 

very much in the past year because of lower prices for farm products 

as well as the drying up of farmers' credit for consumption after the 
proclamations of debt moratorium for the rural poor. Therefore, the 
Central Government has presented some modestly reflationary measures 
in its recent 1976-77 budget: a selective reduction of excise duties, 
lower personal income tax rates, liberalized investment incentives, 

and an increase in public sector development expenditures. Businessmen 
are generally pleased by this pragmatic budget. Present economic 
conditions appear to be favorable for a faster rate of manufacturing 
growth in 1976-77, although consumer demand is still insufficient and 
basic structural problems (e.g. high costs) still remain. The Government 
goal of 8-10 percent growth in the industrial sector this fiscal year is 
over-ambitious. The economic authorities are also hoping that the 
budget will lead to an increased rate of domestic savings and investment. 


Prices 


The drive against inflation continues to be a major Government success 
story. The average inflation rate for 1975-76 (compared to the previous 
year) was approximately minus three percent, a very significant 
improvement over the 24 percent inflation in 1974-75. By early April 

1976 the official wholesale price index was about seven percent lower 
than twelve months before, including declines of 14 percent for food 
articles and one percent for non-food articles. The very significant 
decrease in the prices of foodstuffs reflected increased supplies from 

the bountiful harvest, which has also brought out farmer-held grain 
stocks from the previous year. It is likely that there will be some upward 
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price movement this fiscal year. However, Government policy-makers 
remain wary of a possible resurgence of inflationary pressures and 
are hopeful that price rises will be less than five percent in 1976-77. 


The Central Government's revised 1975-76 budget had a relatively 
small deficit of Rs.4.9 billion, almost four percent of total government 
expenditures of Rs.126 billion. The Government's 1976-77 budget 
projects expenditures of Rs.130 billion and a deficit of only Rs.3.2 
billion, but it is probable that both figures will be exceeded. 


The Emergency and the 20 Point Program 


Some steps have been taken to implement the 20 point reform program. 
The drive against black money activities and tax evasion has been 
relatively successful. Homes and apartments of the wealthy have been 
inspected to discover illicit holdings. A voluntary income disclosure 
scheme in the closing months of 1975 resulted in the disclosure of 
approximately 15 billion rupees in hidden income and wealth. The 
process of reform in the countryside is making only marginal progress: 
the scheme of rural banks to provide credit to poorer farmers is not 
really functioning yet; the land distributed to rural workers is mostly 
publicly owned and often of poor quality; and the debt moratorium does 
not appear to have reduced the power of the village moneylenders. 
Many of the reform proposals, to be meaningful, would involve changing 
the power structure in rural areas, a long and very difficult process. 


Foreign Trade 


The foreign trade deficit reached a record level of almost $1.7 billion in 
1975-76. The import bill rose to $6.1 billion, of which almost 60 percent 
was for fuel, food and fertilizer shipments. Indian exports, led by sugar 
and industrial goods, increased to over $4.4 billion. 


The Government is hoping that the trade gap will not worsen further in 
1976-77. The value of imports may go up to some extent, primarily 
because of the intent to step up the import of industrial raw materials, 
capital goods and equipment which policymakers hope will lead to higher 
rates of economic growth and investment. With this goal in view the 
Government has recently liberalized and simplified import control 
procedures. On the other hand, imports of food and fertilizers are 
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likely to come down in 1976-77 because of presently sufficient buffer 
stocks of the former and increased domestic production of the latter. 
The Government is attempting to stabilize the present level of fuel 
imports of around $1.5 billion. Although no oil has yet been produced 
commercially from the Bombay High offshore field, the Government's 
target is 500,000 MT of crude in 1976. 


External Aid and Foreign Exchange Reserves 


Aid disbursements from the World Bank and individual donor countries, 
primarily Western Europe, Japan and OPEC nations, amounted to 
approximately $2.2 billion in 1975-76. It is expected that this assistance 
will remain at about this ievel during this fiscal year. External debt 
servicing, now almost $800 million per year, will increase, but India's 
medium-term balance of payments and debt situation appears manageable. 


India's foreign exchange reserves have increased substantially during 

the past year. By the end of March 1976 total reserves had risen in 
twelve months by over $800 million to approximately $2.2 billion, the 
highest level (in dollar terms) since 1948. The major reason for this 
unexpected development has been a significantly increased inflow of 
remittances from Indians overseas, who have used legal channels primarily 
because of a more realistic rupee exchange rate. 


IMPLICATIONS FOR THE UNITED STATES 
Trade 


In 1975 the United States exported to India goods worth almost $1.3 billion, 
or 21 percent (the largest share) of the Indian market. U.S. foodgrain 
exports, both commercial purchases and PL 480 Title I shipments, totalled 
$715 million. At the same time Indian exports amounted to approximately 
$550 million, resulting in a very sizeable trade balance in favor of the 
United States last fiscal year. 


It is expected that such a favorable balance will be smaller in 1976, primarily 
because of an expected decrease in Indian imports of foodgrains. Also, 

the economic recovery in the U.S. plus the introduction of the U.S. 
Generalized System of Preferences (GSP) should result in a rise in Indian 
exports to the United States, particularly simple and intermediate industrial 
products. On the other hand, India's need for more capital goods and 
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equipment is an opportunity for U.S. exporters. The Government of 
India, emphasizing the energy sector, needs imports of equipment for 
oil fields, mines and large thermal power plants. Also, India remains 
a potentially good market for American machinery, equipment and 
Spare parts in the arees of railways, paper, telecommunications, 
electronics, construction, chemicals and fertilizers. 


Investment 


U.S. direct investment in India has remained unchanged at approximately 
$350 miilion, about one-half in manufacturing enterprises. The Finance 
Minister recently indicated that new investment in India of foreign firms 
amounted to only $5 million last year. Of this amount, 13 U.S. firms 
received approval for investments totaling $1.3 million. The Government 
of India is primarily interested in foreign investment which will lead 

to increased output in priority sectors, greater exports, and/or the 
acquisition of advanced technology. Iran has advanced $110 million 

of a $630 million credit for the development of iron ore reserves at 
Kudremukh for export, and the Government of India has begun negotiations 
with foreign prime contractors for this project. 


The Government recently announced a major liberalization in the guidelines 
for foreign investment in India under the Foreign Exchange Regulations 

Act (FERA) of 1973. Foreign firms now will be allowed to retain 51 percent 
equity in a joint venture if 60 percent of its production are either priority 
items requiring sophisticated technology or exported goods. The company 
must also undertake to export ten percent of its annual turnover within 

two years. In addition, firms exporting more than 40 percent of their 
output will be allowed to operate with 51 percent non-resident equity. 
Foreign firms have been reaching individual agreements with the Government 
regarding the dilution of foreign equity participation. A relatively new 
development has been Indian interest in production sharing arrangements. 
Two groups of American firms (Carlsberg-Natomas and Reading and Bates) 
now exploring for oil in offshore areas have such arrangements with the 
Oil and Natural Gas Commission. 
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